
81.1 

"Average” Tariffs 

 

The effective vs. nominal tariff issue is essentially a matter of 

measurement. Another common measurement problem relates to characterizing a 

country's overall tariff structure. In some sense, we would like to be able 

to say that certain countries have higher tariffs than others. Yet tariff 

rates vary from product to product. Country A might have a higher tariff than 

country B on autos but a lower tariff on radios. Can an index of average 

tariff height be created? 

 

A common approach is to weight each (ad valorem) tariff rate by the 

value of imports of the product covered by that tariff. (A weighted average 

index). Or total tariff revenue is divided by the total value of imports.1 But 

there is an obvious problem with this approach. Very high tariffs may 

drastically cut or even eliminate imports. Thus, high tariff rates may get 

low or zero weights.2 

 

Sometimes, to avoid this problem, unweighted averages are computed. But 

this simply gives every product equal weight, an arbitrary formulation. 

Sometimes world import weights, rather than domestic weights, are used. But 

world patterns of imports are also arbitrary when applied to a particular 

country.  

 

Ideally, we would like to weight each tariff by the value of imports 

that would occur in the absence of any tariffs. But these weights are 

unobservable. 

 

Moral: Be cautious about newspaper accounts of average tariffs in particular 

countries. These receive particular attention during trade negotiations. 

 

Note: Since imports are subject to nontariff barriers (see sec. 90), 

important types of restrictions are omitted from calculations based on 

tariffs only. 
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 These approaches are algebraically equivalent since 
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t , where ti = ad valorem tariff 

rate on product i and Mi = value of imports of product i. 
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 Note that if a time series is collected, the "average" tariff will shift as the mix of imports shifts between 

low and high tariff products, even if the tariff schedule is unchanged. Thus, a year-to-year increase or 

decrease in a country's average tariff does not mean it has raised or lowered its rates of duty. 

 

Also, if the average tariff is calculated as tariff revenue/value of imports, cross-country comparisons are 

really illegitimate since each country has its own implicit weights. 
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